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PREPACE 


The federal government in recent years has been faced 
with an ever increasing demand for its services as a result cf 
extensive growth in the nation's population and economy. Ina 
fundamental sense, the solution to this problem requires an 
economíc approach to management, Such a view 1s concerned with 
Allocating searce resources in order to get the most out of 
available resources, 

Integral to the allocation of resources are the processes 
of planning, programming, and budgeting. Plans must be developed 
to determine actions and broad requirements needed to accomplish 
specified objectives, Programming translates plans into more 
specific manpower and materiel requirements. Budgeting translates 
manpower and materiel resource requirements into financial 
resources, Thus, these processes are closely related and 
interdependent, 

Because of a number of shortcomings in the conduct of 
these processes that generally prevailed throughout the federal 
government, President Lyndon B., Johnson on August 25, 1965 
instructed members of the cabinet and heads of federal agencies 
to begin introducing a new and revolutionary system of planning, 
programming and budgeting. In discussing the broad objectives 
of the new system, the President stated: 


This program is aimed at finding new ways to do new Jobs 
faster, better, less expensively; to insure sounder 
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judgment through more accurate information; to pinpoint 
those things we ought to do more, and to spotlight those 
things we ought to do less; to make our decision-making 
process as up to date as our space-exploring equipment., l 

The purpose of this study has been to evaluate the 
progress made in the United States Coast Guard during the past 
ten years in the processes of planning, programming and budget- 
ing. To form a basis for data collection and evaluation, tne 
following three related questions were formulated: (1) What 
significant planning, programming, and budgeting developments 
have taken place in the Coast Guard during the past ten years? 
(2) What contributions have these developments made toward 
lessening the impact of implementing the President's new system? 
(3) What major steps, approaches and problems were involved in 
the initial efforts to implement the new system? 

Data has been collected through library research, internal 
document research at U. S. Coast Guard Headquarters, Washington, 
D. C., and interviews with cognizant Headquarters officers. 
Because the subject matter studied was in such a dynamic state, 
a data collection cut-off date of February 18, 1966 was estab- 
lished as a point of departure between events transpired and 
future events. 

The assistance provided by the members of the U, S, Coast 
Guard Headquarters staff whom I interviewed 15 appreciated and 


gratefully acknowledged, I particularly wish to thank Commanders 
William H. Boswell, William H, Fitzgerald, Jr., and Thomas E, 
Hawkins for their help, 





lu, S., President, "Statement by the President to Members 
of the Cabinet and Heads of Agencies, August 25, 1965," Weekly 
Compilation of Presidential Documents, August 30, 1965, p. 131. 
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CHAPTER I 
INTRODUCTION 


Frederick Mosher, writing on the context of budgeting, 
said: 
A going organization 18 a creat package of systems, 
traditions, habits, values and beliefs, relationships, 
and behavioral patterns , . . +s the accustomed patterns 
of formal and informal organizations; the configuration 
of power within the organization; and even the missions 
and established prorrams--all of these affect and are 
affected by the budget and must be reckoned with by the 
administrator or legislator seeking chanres.1 
Mosher's statement shows that a discussion of the budget- 
ing process requires an understanding and consideration of the 
organizational environment to which it relates. Since this 
study 18 about budgetinz and the related processes of planning 
and programming in the United States Coast Guard ,° an overview 
of its history, missions and organization is considered 


appropriate. 


Historical Background of the Coast Guard 
The genesis of the present day Coast Guard foes back to 
the first United States Congress and the efforts of Alexander 


Hamilton, first Secretary of the Treasury, to place the American 





lprederick C, Mosher, Program Budgeting: Theory end 
Practice (New York: American Book==Strat ford Piers Inc., 1954), 
DP. 13, W, 


?Hereafter, the term "Coast Guard" 18 used and unless 
otherwise noted refers to the United States Coast Guard, 
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nation on a firm footing. At Hamilton's request Congress 
authorized the building of ten cutters for the protection of 

the customs revenue. Also authorized were forty officers who 
were made "Officers of the Customs,"! The previous year this 
Congress passed a law which accepted title to twelve lighthouses 
built by the colonies along the Atlantic seaboard and gave the 


Secretary of the Treasury responsibility for constructing and 


maintaining aids to naviration.® 


As the nation grew, a combination of changing conditions 
and outstanding incidents led to the establishment of new 
services, all originally in the Treasury Department, related 
to the nation's responsibilities to its sesfaring citizens. 


The Coast Guard represents in its historical develope 
ment since 1790 an amalgamation into one integral Service 
of the former Revenue Cutter Service, the Lifesaving 
Service, the Lighthouse Service, and the Bureau of Marine 
Inspection and Navigation, the original establishments of 
which are as follows: 

° (a) The Revenue Cutter Service--by the Act of August 
, 1790, 


(b) The Lifesaving Service--by the Act of June 20, 1874, 


: (c) The Light house Service--by the Act of August 7, 
1799, 


(d) The Bureau of Marine Inspection and Navigstion-- 
by the Act of July 7, 1838, as the Steamboat Inspection 
Service, and by the Aet of July 5, 1885, as the Bureau 
of Navigation;--by the Act of June 30, 1932, the Bureau 
of Navigation and the Steamboat Inspection Service were 
consolidated to form a new bureau known as the Bureau of 





carr Walter C. Capron, USCG (Ret.), The U, S. Coast 
Guard (New York: Franklin Watts, Inc., 1965), pp. k dl 
Before his retirement in 1962, CAPT Capron served as Deputy 
Chief of Staff at Coast Guard Headquarters. 
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3 
Navigation and Steamboat Inspection;--by the Act of 
May 27, 1936, the name of this bureau was changed to 
the Bureau of Marine Inspection and Navigation,1 

The Coast Guard was created in 1915 by an Act that merged 
the Revenue Cutter Service and the Lifesaving Service, This act 
made the Coast Guard a branch of the armed forces of the United 
States and thus established a unique organizational arranrement-- 
peacetime service under the Department of the Treasury and 
wartime service under the Department of the Navy .2 

As an economy measure, the Bureau of Lighthouses, then 
in the Department of Commerce, was amalgamated with the Coast 
Guard in 1939, 3 This merger Joined the two oldest maritime 
services after they had operated independently for nearly 150 
years. 

Greater diversification of responsibility resulted from 
the transfer of the Bureau of Marine Inspection and Navigation 
to the Coast Cuard in دو( ور‎ this transfer was made permanent in 
1986, Although minor reorranigations have occurred during 


subsequent years the basic organization of the Coast Guard "has 


seen little chanre since World War TI," 





ly, S., Coast Guard, Organization Manual, (CG-229), 
De lel, Cited hereafter as Orreanization Manual, 


» و یه‎ Congress, An Act to Create the Coast Guard, 
Public Law 239, 63rd Cong,., 2d Sess,, ° 
3 


U, S., Congress, Reorganization Act of 1939, Plan II, 
Public Law 19, 76th Conz., ist Sess., 1939. 


Executive Order No, 9083, Redistribue 


‘Uy, S., President, 
tion of Maritime Functions, February 28, 1952. 


2U, S., Coast Guard, Coast Guard Objectives (CG~378), 
Ps lo. Cited hereafter as CG Cojectives, 
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Misslons 
Statutory authority, major functions, and responsíbilities 
of the Coast Guard are codified in Title 14 of the United States 
Code, In broad, succinct terms, the mission objectives of the 


Coast Guard are: 


Aids to Navigation--Safe passare on and over the high seas 

“Wand waters subject to the jurisdiction of the United States 
through effective and reliable systems of aids to 
navigation. 


wSearch and Rescue--Timely assistance to persons and property 
n stress on or over the high seas, in waters subject to 
the jurisdiction of the United States, and elsewhere whenever 
forces are available. 


Ocean Stationse-Safe passage of air and transoceanic traffic 
through areas of United States responsibility, and such 
other areas as may be in the National interest. Scientific 
knowledge of the atmosphere, the sea, and their interface, 
through data collection at temporary or permanently estab- 
lished ocean stations, | 


e. 0 0 0 9 o e a e 0 e @ @ @ 9 9 e e e e 0 e. 0 ° 9 ٠ e è 0 e. 


“Merchant Marine Safety--Safety of life and property on the 
gh seas an nternal waters throush law enforcement and 
regulation of merchant vessels, their officers and crews, 


e. 9 @ @ e e @ 0 0 0 ° @ & 0 9 s e e 9 ê e 0 0 e. e. 9 0 0 @ 0 


vlcebreaking--Waterborne access to Ice=-bound locations in 
urtherance of Natlonal economic, scientific, defense, and 
consumer needs, 


Y Law Enforcement--Protection of lives, property, natural 
resources and National interests through enforcement of 
Federal law upon the hich seas and waters subject to the 
jurisdiction of the United States, 
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vPort Security--58fe, secure port areas and facilities, 
and protection of the National interest, 


Oceanorraphy--Knowledge of the sea, its boundaries, and its 
resources, through collection and analyses of deta in 
support of the National interest. 


1 







سے ےت سے 


derer 
ne 





رن 
| ا ا سم ميم 


— LA Ê 










---"--—- د د 








وسم ده حسم —— 


٭ صا — — 


192-۸11 | m" Bw wo F eo a 4. Y +» 


په = سی —— mine‏ 


Uu emot ndm! fova HAT Yos — * 


Ade orn a elos Yet =“ “maman 


AM B OM NL. m4. Sot š ٢ 
peo 'bi' سوہ روہ ےچس وہ‎ me 

sent Ve > 

ü Po I p o t B tat aa. *‏ 12707 هغ 


ERE 












ro © 4‏ - هو چ 
E ¿AI OA ¿AA 1j‏ 
ti was‏ 


"T 
TET» ng. ا‎ 


Siesa cm el de Amana 


- - - - - ۶ 7 ' ' + ' “ ^ * 









- عم سے‎ m =“ 9 Á Ñ 


5 


Millta Readiness--An effective ready force responsive to 
وہ وج ہیں‎ tasks In time of war or emergency in support of 
National security, 


@ 0 ° e 9 e e e 0 ° 3 e ° e e ° ° e ° ® @ 9 9 ® ° e o e 9 . 


„Reserve Traininr--Tralned aummentation forces for war or 
ational emergency and such other times as the National 
security mey require, 
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Cooperation with other Government Arencies--Maximum utilize- 
tion of National resources through Cooperative efforts with 
government agencies in pursuing programs in the National 
interest, 

These mission objectives show that the Coast Guard enpases 


in a wide speetrum of activities that must compete with each 


other end with other federal activities for budpet dollers. 


Formal Organizational Structure 

Uniike the Navy, which has a bilinear chain cf command, 
the Coast Guard is organized in accordance with the vertical 
general-staff system similar to that of the Army. Under this 
system, the military chief at each hierarchial level is respon- 
sible not only for the total operational effort, but also for the 
business and logistics administration of his command. The basic 
line organization of the Coast Guard has three hierarchial levels: 
the Commandant, twelve District Commanders, and Commanding 
Officers of individual operational and logistics units. This 
atructure is modified by the elimination of the middle echelon in 
the case of certain Headquarters units. In addition, several 
special echelons "have been established in order to meet the 


requirements imposed by ... peculiar conditions which complicate 





1 
Coast Guard Objectives, pp. 3-12, 
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6 
overall administration."l Figure l indicates the basic line 


organization. 


Field Units 





Each District Commander is in charre of a force of 
operational and logistical field units with which he is expected 
to perform all Coast Cuard missions within his District boundary. 
Control and coordination of operstions involving forces of more 
than one district is afforded by Area Commanders on the East 
end West coasts, 

A significant feature of the operating field units 1s 
their multiemission capability; each unit is deliberately 
designed, manned and trained to perform diversified duties. 

For example, a 95-fcot patrol boat hes a primary mission of 
search and rescue, but other duties it resularly performs include 
relighting extinguished lights on buoys and fixed light struc- 
tures, transporting supplies to isolated licht stations, boarding 
small fishing vessels and pleasure craft to insure compliance 
with safety regulations, investiratinr suspeeted violations 

of the oil pollution laws, and many others. This same concept 
applies to operational shore units as well es vessels, 

Although one of its advantages is a reduced capital 
expenditure requirement, the multi-mission nature of operational 
units has created complexities in administrative and budgetary 
matters. These will be discussed in greater detail in subsequent 


chapters, 





organization Manual, p. 1-4, 
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Commandant 


As the senior officer of the Coast Guard, the Commandant 
is responsible for the overall performance of the Service and 
reports to the Secretary of the Treasury, or the Secretary of the 
Navy when the Coast Guard is operating under that department. 
Under the guidance of the cognizant Secretary, the Commandant 


"directa the policy, legislstion end administration of the 


Service e à o 


The immediate assistants to the Commandant are the 
Assistant Commandant, Chief? of Staff, and their staffe.,  Report- 
ing to the Chief of Staff are the Chiefs of six functional 
offices, The present orpanization of the staff of Coast Guard 
Headquarters la shown in Firure 2, Responsibilities of the 
major staff components are: 


The Chief of Staff eoordinstes polley and propran 
development and exercises general manarement and policy 
control for the Cormandant within the Service at large. 


The Office of the Comptroller has staff responsibility 
for the loristies of the Service which involve the main- 
tenance of accounts, the disbursement of funds, the audit 
and examination of accounts, the provision of data pro- 
cessing, and the sufficlency of the supply prorran including 
the procurement, storage, and distribution of equipment, 
supplies, and servicas, 


The Office of Engineering has staff responsibility Tor 
the lopistics of the Service which are of en engineering 
character, including the desipn, censtruction, repair, 
maintenance, outfitting, and alteration of vessels, &ir- 
craft, aids to navigation, shore establishments, machinery, 
electronic equipment, and utilities, 


The Office of Merchant Farine Safety has staff respon- 
sivility for the prosram for prevention of marine 
casualties, includins the inspection of merchant vessels 
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to insure compliance with established standards, 
approval of vessel plans and equipment and the development 
and application of standards for merchant marine personnel, 


The Office of Operations has staff responsibility for 
the operational adequacy of the Service in connection 
with the saving of life and property ..., the provision 
of aids to navization, maritime law enforcement, general 
military readiness, and the Coast Guard Auxilliary program. 


Tne Office of Personnel has staff responsibility for 
the logistics of the Service which are of a personnel 
nature, including procurement, training, assignment, and 
separation of personnel, and the provision of medical 
and morale service, 


The Office of Reserve has staff responsibility for 
the Reserve loristics of the Service that are of a personnel 
nature including the training, assignment and separation 
of inactive Reserve personnel. 


Chief of Staff 


The Chief of Staff occupies a position in the Headquarters 
staff hierarchy that is the focal point for Coast Guard 
activities and programs. The Commandant and Assistant Commandant 
look to the Chief of Staff as their principal manarement advisor 
and through his office they keep informed on the problems 
encountered and progress made in carrying out the policies and 
programs of the Coast Guard. 

General responsibilities of the Chief of Staff include: 

The initiation, development, and review of basic 

policies and programs for the Service, including the 
legislative programs, and for the control and coordination 
of plans and activities evolving therefrom... 

In addition, the Chief of Staff is directly responsible 


for the preparation, presentation and execution of the budgetary 


program of the Coast Guard. 





Immıd., pp. 2-3, 2-h.  — PIbid., p. 2-15. 
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The Chief of Staff has control over several echelons, 
In addition to having the chiefs of special divisions and special 
assistants under his direct supervision, the Chief of Staff 
exercises seneral supervision over the chiefs of offices at 
Headquarters and the district commanders, The primary purpose 
of this wide span of control is to secure "effective coordination 
among the Headquarters staff, and between the Headquarters staff 
and the Service at large. "1 

Although the Chief of Staff Is much involved with the 
plans, programs, and budgets of the Coast Guard, the day to day 
work and hub of activity in these functional arens is conducted 
primarily in two of the special staff divisions directly under 
him--Prorram Analysis Division and Budret and Cost Analysis 
Division. The formal responsibilities of these divisions are 
set forth in Figures 3 and 4 which are functional organization 


charts, 


1 
Ibid, 
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PROGRAM ANALYSIS DIVISIÓN 


١ TREASURY DEPARTMENT 
Keep under review current and proposed appropriations and make recom- 
mendations for program adjustments where warranted. 











U. S. COAST GUARD HEADQUARTERS 


Establish personnel allowances, as permitted by existing limitations, 


CHIEF OF STAFF 
to meet manning requirements, 


PROGRAM ANALYSIS DIVISION 





Coordinate the review and modification of existing programs and plan- 
ning for new programs, 





Initiate or review pertinent legislation, 







Coordinate long range plans and program objectives; coordinate and 
expedite planning where Chiefs of Offices have joint responsibility. 


PROGRAM BRANCH PERSONNEL ALLOWANCE BRANCH LONG RANGE PLANS BRANCH 


Analyze and review current and proposed ‘Determine manning requirements; establish, re- 
programs of the Coast Guard. view and revise military and civilian person- 
nel allowances for all Coast Guard units in 
conformance with statutory and fiscal limita- 
tions, - 














Develop, proposejand implement long range 
planning criteria, policy and mission stand- 
ards | 

1 | 












Develop annual budgetary programs and prepare 
or coordinate preparation of budget justifica- 


Coordinate development, proposed revision and 
tion information, 


dissemination of Master Facilities Require- 


Prepare personnel allocation plans in support ments Plans and their supporting plans. 


of the several stages of the annual budget 
request, 





Initiate and develop planning for new prograns 


as directed. Maintain and coordinate proposed revision to 


Coast Guard objectives for all planning 
purposes. | 





Maintain in current form and order of priority 


Conduct studies, recommend policies and insti- 
the Advance Construction Program. 


tute prograns to improve manpower utilization 
and control. 






Initiate or review pertinent legislation. 





Fig j 


(Signed), UM 1 6JUN 1965 
y igned) 


E. D. SCHEIDERER, CAPT, USCG .م‎ 5. TRIMBLE, RADM, USCG 
Chief, Program Analysis Division Chief of Staff Date Approved 








1. Supervising and directing the translation of programs and policies 
into budgets, and the subsequent coordination, execution and review 
of these budgets among subhead administrators. 


22 Assisting in the budget presentation at Treasury, Bureau of the 
Budget and Congressional Hearings, Š 
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BUDGET AND COST ANALYSIS DIVISION TREASURY DEPARTMENT 


The Chief, Budget and Cost Analysis Division is responsible for: 1 S. COAST GUARD HEADQUARTERS 


| CHIEF OF STAFF 
BUDGET AND COST ANALYSIS DIVISION 





3. Maintaining necessary liaison with other Covernment agencies | 
regarding program estimates and related matters. Í 





BUDGET BRANCH 


1. Develops budget estimates, assuring that they properly 
reflect the financial requirements of the Coast Guard, 


2, Prepares instructions to Districts, Headquarters Units, 
and Offices and Divisions at Headquarters, relating to the 
preparation of budget estimates, reporting international 
transactions, payroll and employment. 


3. Prepares financial plans, issues allotments to Head- 
quarters Divisions and field units, and prepares requests 
for apportionment and reapportionment of funds including 
establishment and release of reserves. 


4. Receives and considers requests from field units for 
changee in allotments and forwards to appropriate division 
with pertinent comments. Upon recommendation from division 
concerned, prepares reply or approves allotment modifica- 
tion. 


5. Recommends changes to the financial plans to meet 
changing fund requirements resulting from changes to the 
programs as they progress, Review requests for changes to 
the financial plan submitted by subhead administrators 
and recommend action necessary. 


6. Determine the budgetary cost factors upon which the 
Service's fund requirements should be developed. 


7. Prepares budgetary reports as required by the Congress, 
Bureau of the Budget and Treasury Department; and preperes 
such other reports as may be required for internal admin- 
istrative use. 


8, Administers funds not specifically allocated to other 
components of organization. 


9. Prepares, publishes and maintains the Manual of 
Budgetary Administration, 06-255. 


10, Prepares schedules on Coast Guard public works pro- 


grams, including budgetary programs, programs reports and 
inventory of projects. 


COST ANALYSIS BRANCH 


1. Develops cost analysis principles, policies and 
procedures. 


2. Evaluates and interprets cost data and furnishes per- 
iodic and special reporte for management, i.e. Financial 
Management, Floating Units, and others. 


3. Integrates selected etatietical data with cost data 
and relates various available indices of activity and 
performance effectiveness to costs. 


4. Develops cost history as a partial baeis for the 
development of coet standards upon which the Coaet Guard 
budget estimates can be developed and justified. | 


5. Coordinates cost analysis and control requirements of 
other Divisions and Offices, 


6. Provides advice and service to and aesist field acti- 
vities to assure uniform cost reporting and maximum 
utilization of cost data as a tool to management, 


7, Administers funds for Military Pay and Allowances, 
including the preparation of Financial Plans and issuance 
of obligations, | — 


8. Prepares special studies and projects as directed by 
the Chief and Aesistant Chief of the Divieion, 


signed) 


(Signed) 


W. He BOSWELL, CDR, USCG 


P. E. TRIMBLE, RADM, USCG 
Chief, Budget and Cost Analysis Division 


Chief of Staff Date Approved 











CHAPTER II 


MOVEMENT TOWARD A COAST GUAPD 
PROGRAM BUDGET 


External Factors 


Hoover Commissions 
The First Hoover Commission in 1949 found that there was 
a great need to reform the method of budgeting eand the appropria- 
tion structure in the Federal Government. According to the 
Commission, "the Federal budget is an inadesute document, poorly 
organized and improperly designed to serve its major purpose 
, , "l The major budgeting reform proposed by the Commission 
was contained in ita Report on Budgeting and Accounting, recom- 
mendation number one: 
We recommend that the whole budgeting concept should 
be refashioned by the adoption of a budget based upon 
functions, activities, and projects: this we designate as 
e "performance budget," 
Such an approach, the Commission maintained, would focus 
on the general nature and relative importance of services to be 


rendered or work to be done, rather than the procurement of 


items such as equipment, supplies and services, Thus, the core 





ly, S., Commission on Organization of the Executive 
Branch of flovernment, Budretinre and Accounting: <A Report to 
Congress (Washington: Government Printing ar ites 19197, p. T. 
¿Ibid., n, مھ‎ 
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15 
of the recommendation was that the budget should be oriented 
towards accomplishments through usce of resources instead of the 
resources themselves, The Budret and Accounting Procedures Act 
of 1950 made this recommendation a legislative requirement; 
however, the details and extent to which the concept would be 
eppiled vere left to the discretion of the President,+ 

Among the principal recommendations regarding Federal 
budgeting practices made by the Second Hoover Commission were, 
"(1) continued use of performance budgeting, (2) formulation 
and administration of arency budpets cn e cost basis Je A cost 
based budget identifies the costs of programs planned by an 
agency in terms of the coods and services consumed by each 
activity. Balances of goods and services on hand that have been 
obtained from prior appropriations and the extent to which these 
resources have been planned for proposed programs are disclosed 
by costetype budgets, 

The approved recommendations of the Second Hoover Com- 
mission providing for imprcvements in budgeting, accounting and 
appropriation procedures were enacted by Public Law 85-863 in 
1956. Section 2(a) of that act directs: 

The head of each executive arency shall, ... take 

whatever action may be necessary to achieve ... (1) 
consistency in accounting and dbudpret classifications, 


(2) synchronization between accounting and budget classifi- 
cations and orcanizhational structure, and (3) support of 





ly, S., Congress, Senate Document No. 11, 87th Cong., lst 


Sess,, Financial Management in the Pederal Government: A Comp- 








“Thid., p. 53. 


i‏ په 
dat Men sët Tu‏ فق وله inet Ad‏ بو عایبېا 
"LP "۳"‏ 
mut siw m MAT, ws mitm? man |‏ 91+ 
¿Imen lu — usual s Elm‏ 
| دو مد رہ س7ا یج روم ده وې و 
20۴ 3 «م (ann Hr In tn ET‏ 
rea‏ ېم۱۶۱ Lii A amate rotta emet pe‏ 
Dr‏ حسمل ود سد روب دب fie inne cess set‏ 
Qt Htm sempe Tr a Amar ٣‏ 0 ووو لوعي 
ee Pea‏ وم مرم 1 mh Fane jm‏ 
PIDA Tea Dd j‏ عام ...< mr Y.‏ ہ۳ بج 
us ve Rem Pen bu adco Wi) Te eee wl ri‏ 
te ee ee‏ ووا Mer cm mc mente‏ وب موو 
tes ey mas CHT ee rer mn rr mi‏ ديريو 
ber rT O‏ 
eh Ye re A 0‏ ا c^ Á—M—‏ — 
لپ ورواو ١وو me TD ms ln ar!‏ 
قم ښيو ü ro dins errs en‏ 
rit) ^d» Mad Ye ۱١ ac FE‏ 
س ore y MAS,‏ ای۸0 ۳ : 
ده پوس ASA‏ 


LTS 
tenia sere wu... u... re w^ 
Yo ct ميا‎ 1 a Anker - m 








































un A a ٣ 


Ww , , ٣7 por oft اه ننس سس‎ 
× Nd 














= نت نا هه - 
rer‏ وت ہب میں روس Te‏ سا EDI‏ * 
m. 47. 7 oe Vee — —‏ ~= 


PM i> .. E 

























AS Ww , لھا‎ 


16 
the budget justifications by information on performance 
and program costs by orranizational units. 


Coast Guard Roles and 
Missions Study 

Soon after essuming his duties as Secretary of the 
Treasury in 1961, Dourlas Dillon became concerned about the 
capital resources of the Coast Guard--shore stations, ships, 
aircraft--many of which had become obsolete and were rapidly 
deteriorating, Long range requirements projected a need for 
over one billion dollars to fund a phased capital expenditure 
prorram.® This requirement was of rrest magnitude for the Coast 
Guard in the light of its capital expenditure appropriation 
history--a total of slightly over one hundred million dollars 
for the fiscal years 1954 throush 1961. 

Compounding this problem was the lack of overall policy 
guidelines, Enactment of Title 14 of the United States Code in 
1949 was a welcome document because for the first time the 
responsibilities, functions and spheres of activity of the Coast 
Guard were spelled out. However, while telling the Coast Guard 
what to do, Title 14 "left all details of operation, programming, 
and funding to be worked out by the Coast Guard and its multitude 


of cooperating arencies,"3 To correct this situation, Secretary 





ltbid,, p. 281. 
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Dillon "concluded that a comprehensive study of the Coast Guard's 
roles and missions, torether with a review of existing policy 
and operational ruldelines would be helpful in deciding our 
course of action.*! 

Thus, at the Secretary's direction a study of the Coast 
Guard was begun in September 1961 by an inter-acency mroun 
having representatives from the Bureau of the Budret, Department 
of Defense, and Treasury Department. The croup submitted its 
report to the Secretary in June 1962 makinr eishty reeommenda- 
tions. In approving the report on September 18, 1962, Secretary 
Dillon directed specific ection on all but four cf the recom 
mendations. 

While the majority of the recommendations were confinec 
to policy and operational ruideline considerations, several 
dealt with matters internal to the Coast Guard which are 
particularly pertinent to this study. ‘Specifically, the report 
recommended that: 

An operations research study be conducted for use by 

the Coast Guard in developing a coordinated longe-ranre 
plan for total mission accomplishment as a lorical 
operational planning step.3 

Pecornizins the multi-functional nature of Coast Guard 


operations, 2 suitable basis be developed to determine 
program costs against which to measure performance. 





lrpíd., p. i. 


A. Se, Treasury Department, Study of Roles and E 
of the United States Coast Guard: FPeport to the Secretar 
une vols.: Washineten: Governmen 
1963), de foreward, no page no. Cited hereafter as Poles and 
Missions "Study. 
















JIbid., I, p. C-7h, ۶2ھ‎ n. D-9H, 
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18 
While each of these recommendations was made for a 
specific mission area of the Coast Guard, there is some evidence 
supporting a contention that a broader application was implied. 
Interviews with members of the project staff of the Roles and 
Missions Study group on the intent of the second recommendation 
caused one student to state: 

That they were referring to & broad prorram elemont-- 
the cost of performing the Alds to Naviration mission of 
the United States Coast Cuard; second, that the recommen- 
dation should not be restricted to this one mission area 
to which it was directed in this report--cost dete should 
be develcped for all of the missions performed by the 
United States Coast Guard, l 

Program Budget Pilot Study 

Responding to a request by the Treasury Department, the 
Chief of Staff of the Coast Guard in June 1963 directed that a 
program oriented budget be developed on & pilot basis.” In 
requesting this action, the Treasury Department was supported by 
the legislative requirements resulting from the Hoover Con- 
mission's budget reform recommendations and the general recom- 
mendations made by the Coast Cuard Roles and Missions Study 


Report discussed earlier in this chapter, To conduct the pilot 


study, a Budget Advisory Group was established consisting of the 





Imhomas E. Hawkins, "Mission Oriented Nenarement by the 
United States Coast Guard" (unpublished Master's thesis, School 
of Government, Business and International Affairs, The Ceorge 
Washington University, 1964), pp. 66-67, Tne author is a 
Commandar, USCO and currently is Chief, Long Range Planning 
Branch, Promram Analysis Division at CG Headquarters, 


S., Coast Guard, Chief of Staff Memorandum to‏ ا 


Chiefs, Offices and Divisions, Development of a Prorram-Orliented 
Budget as a Pilot Study, June 257 MON, Pp. Ls 
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Comptroller; Assistant Chlef, Office of Operations, Facilities 
and Services; and Chief, Program Analysis Division, A four-man 
working group was appointed by the Comptroller from merbers of 
his staff, Three were senior staff members in the Budret end 
Cost Analysis Division and the fourth was the Fiscal Assistant 


to the Comptroller.? 


Premises end Coals 


The basic tasks confronting the Program Budget Working 
Group were to develop sound methods of calculating and 
distributing direct and indirect costs on a program basis, 
and to minimize the percentare of indirect costs, The working 
group initially edopted the ten miselon caterories cited by the 
Roles and Missions Study as the program of the Const Guard | 
because these caterories were menerslly eccepterble to the 
Treasury Department and the Bureau of the Budget, "An additional 
budget activity 'Supportins Facilities and Services! vas 
established for ... costs whose distribution to specific 
programs proved impractical. "® 

To develop and distribute progran costs the Program 
Budget Working Group considered two basic alternatives: 


(1) Completely overhaul the existing accounting system so that 





ty, S. Coast Cuard, Conptroller Memorandum to Chief of 


Staff, Establishment of Workinr Group to Conduct Program Budget 
Pilot Study, July 3, 1963, p. 1. At the time of the pilot 
study e Budget and Cost Analysis Division was under the 
Comptroller in lieu of the Chief of Staff, as present. 


P 
U. S, Coast Guard, Pilot Study to Develop Prorram 


Budget, March, 1965, p, 18, Cited hereafter ae Program Budget 
ot Study, 
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program costs would be a direct end product, and (2) Merre 


existing accounting data and operational data usine a statistical 


method, The first alternative was rejected because of the high 
decree of complexity and cost entailed, coupled with the belief 
that some proration would be inevitable. Thus, the second 
alternative was adopted: 


The approach that was adopted was to retain the present 
techniques of cost accumulation, which have been serving 
the needs of management, but to distribute the resulting 
class of unit costs by prorrams or missions based on the 
best workload factors available consistent with sound and 
accepted accounting principles. There was nothing unusual 
in this approach since modern manarement cost systems in 
industry almest without exception prorate or assipn costs. 
The problem usually evolves into the developing of suitable 
proration factors which are statistically oriented. A 
rorran budcet therefore, is a blend of sccounting and 











Concentrating on the Operating Expense Appropriation of 
the Coast Quard, the Prorram Budget Working Group analyzed the 
fiscal year 1962 cost-accounting data and workload data for 
each of the eirht functicnal budret activities under the appro- 
prísation, Figure 5 compares these budret activities, the roles 
and mission categories, and the program budget activities 
ultimately selected. Recognizing that the cost of certain units 
did not lend themselves to mission prorram distribution, the 
Program Budget Working Group established an initial goal of 
distributing eighty percent of the Coast Guard operating costs 
to mission prorrams with the remainder costed to the Supporting 


Facilities and Services Prorram, 2 
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Cost Distribution Rationale 

A summary of the key considerations, paraneters, and 
methodologies that were developed in cost distribution procedures 
will contribute to a better understanding of the prorram budmet 
system development, 

Vessel Operations, Of the eight existinr functional 
budget activities, vessel operations caused the least difficulty 
in determininr the distribution of costs. The basic proration 
yardstick adopted was time spent con mission. Data on operating 
time was available from Quarterly Abstract of Operations reports 
submitted by each vessel. Unfortunately, mission categories 
on the quarterly report did not correlate exactly with those of 
the Roles and Missions Study; however, there was sufficient 
correlation to justify use of this data on 4 pilot basis, With 
cost data available for each vessel and consolidated operating- 
cost summaries by type vessel, there was little difficulty in 
converting mission hours to mission costs, 

Since vessels are not underway 100 percent of the time, 
the question arose cf how to treat standby time and maintenance 
time, Should standby time, reflecting potential to perform a 
mission, be allocated to the various missicn operating times or 
should esctual operating time be the sole distribution factor? 

The working proup adopted the latter approach disrerardineg both 
standby and maintenance time, 

Aviation Operations, “he distribution of avlation 


operatinz costs was handled in much the same way as it was for 
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vessels, but with one significant difference, At the time of the 
study, cost data was not accumulated by individual or type 
alrcraft but rather by the alr station or detachment to which 
alrcraft «ere assígned, Because the type of aircraft and number 
of each type varied considerably among the air stations, 
distributing costs on a simple mission hour basis was not 
feasible, Therefore, relative weight factors were developed 
by the Budget and Cost Analysis Division on the basis of best 
estimated annual costs of each type aireraft. These weight 
factors were then applied to the mission hours reported on the 
Quarterly Abstract of Operations reports submitted by air 
atetions,.+ 

Shore Stations and Aids Operations. In considering this 
buret activity an entirely different approach was required 
because comparable quarterly operating date was not available, 
The Prosram Budget Workine Group did not recommend its development 
because the resultant reportinr requirement would "materially 
add to the already considereble paperwork load of small units."* 

Even though there wes en absence of workload time data, 
the working group noted that military pay end sllcwences 
constituted about 67 percent cf the total cost of shore units 
and aids, and adopted as the distribution yardstick the authorized 
personnel allowances for each station. Although some difficulties 
were experienced, it was possible to determine the allocation 
of billets to specific missions with a reesonable derree of 


accuracy, Recognizing the artificiality of the approach adopted, 





lybpia,, p. 28. °Tbid,, p, 33. 
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24 
the working group recommended further study to refine tne 
methodology. * 

Repair and Supply Facilities, The costs of operating 
these facilities were considered fixed (indirect) and were 
assigned entirely to the Support Facilities and Services prorram.“ 

Training and Recruitins Facilities. With the exception 
of costs reimbursable from the Reserve Training Appropriation 
and those costs readily associated with a particular mission 
program, such es the rifle and pistol detachment, all training 
and recruiting facility ecsts were distributed to Support 
Facilities and Services. 

Administration and Operational Control. Charres under 
this budget activity were almost entirely charred to Coast Guard 
Headquarters and the district offices, Distribution to programs 
was based on identification of a Headquarters staff component 
and its district office counterpart costs with a particular 
program activity, and to the extent that existing accounting 
data permitted such distribution. For example, costs for the 
Offices of Personnel, Comptroller and Engineering were all dis- 
tributed to Suppert Facilities and Services; costs for the 
Offices of Operations, Ferchant Marine Safety, and Feserve were 
distributed throughout all mission programs as appropriate, 4 

Other Military Personnel Expenses, This budget activity 
included such costs as pay end allowances of recruitse and other 


personnel in training, most trovel expenses and recreation. 
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29 
"The technique utilized for distribution involved a vertical 
preration to existing budret activities and then horizontally 
to programs," 

Supporting Programs, Costs under this budget activity 

are associated with particular allotment subneads which are not 
charred to benefitting units. Examples include costs for 
transportation of supplies and equipment, replacement of elec- 
tronic equipment, vehicle procurement and small arms ammunition, 
As with the Other Military Personnel Fxpense activity a double 
proration method was used; however, there was less accuracy 
because part of the distribution was based on memorandum records 
maintained by subhead administrators rather than from official 
books of account, Recognizing that the Supporting Programs 
budget activity was inconsistent with the prorram budget concept, 
the working group proposed: 

That commencing in fiscal 1965, the budget activity 
Supporting Programs, ve eliminated and that the costs be 
charged to the benefitting units wherever possible, The 
details of this change are technical and outside the scope 
of this study. Simplification of our subhead structure 
is involved, 

Final Consolidation and Determination 
of Prorram Budret Activittes 

As mentioned earlier, the Prorram Budret Working Group 

initially adopted the Holes and Mission caterories as the programs 
of the Coast Guard, However, es the study proceeded it became 


necessary to refine and alter these categories for a number of 


reasons, Adontinz the premise that the prorrams should indicate 
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26 
the missions of the Coast Cuard, the working rroup stated that: 

The manning of ocean stations is not a mission but 
is a platform for, or method of, accomplishing SAF, Aids 
to Naviration, Oceanography, Military Readiness, and for 
cooperating with the weather bureau. The costs of the 
ocean station program were, therefore, broken down into 
components and charged to missions. 

The separation of several other Roles and Missions 
caterories was considered artificial due to commingling of 
facilities and because pairs of certain categories tended to be 
administered by the same organizational components, The final 
consolldation adopted is shown on Figure 5.° 

By using the basic methodolosy and techniques described 
above, the Progran Budget Working Group was eble to distribute 
79 percent of the Operating Expense Appropriation to mission 
programs with the remaining 2] percent distributed te the Support 
Facilities and Services program, thuas achievine their primary 


objective, A breakdown by percentaces of the final distribution 


1s shown on Figure 6, 


Other Appropriations 


In concluding their report the working proup recommended 
no immediate changes to the budget activities of the three other 
Coast Guard Approprtaticns--Peserve Training; Retired Pay; and 
Acquisition Construction and Improvement, It was recommended 
that et such time es Internal planning was more integrated and 


output oriented, consideration should be piven to converting 
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28 
the Acquisition, Construetion and Improvement appropriation to 


a program format along mission lines. ! 


Summary and Appraisal 
Apart from the cost distribution methodology that was 


developed, the major points relating to program budgeting brought 
out by the study can be summarized as follows: 


1, The Coast Guard, generally speaking, wes organized on 
a functional basis rather than by mission. 


2. The accounting and fund control systems were function- 
ally or facility oriented with no regard for missions, 


3. The Roles end Míssions Study identified the mission 
areas or output categories of the organization, 


4, Each of the integrated resources (men, equipment and 
facilities) may provide inputs to several missions being 
of multi-purpose nature, 


Se The operational information system did not gather all 
required data relating to mission performance, 


6. The accounting system was not capable of providing 

infermation which permitted the relating or keying of 

resources to missions, 

T. The programminz/planning system did not provide 

meaningful quantitative mission objectives, so that alter- 

natives could not be considered optimally. 

The study revealed potential anomalies concerning Coast 

Guard organization as it relates to program budgeting, As one 
example, it showed that in 1962, the aids to navigation mission 
cost constituted 30.7 percent of the total operating expense, 


search and rescue 19,6 percent, and merchant marine safety 





lProgram Budget Pilot Study, p. 66. 


“Personal interview with Commander William H, Boswell, 
USCG, Chief, Budget and Cost Analysis Division, USCC Headquarters, 
February 11, 1966, Cited nereafter as Boswell interview, 
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29 
4,1 percent. Crganizationally, Merchant Marine Safety is an 
office level at Headquarters whereas Aids to Navigation and 
Search and Rescue are divisions of the Office of Operations.! 
Moreover, the control of funds to carry out these missions, with 
the exception of military and civilian pay, 1s largely vested 
in subhead administrators located in divisions of the Office of 
Engineering. Thus, organizationally the missions are represented 
by components at different hierarchical levels at Coast Guard 
Headquarters, and the chief's of mission components generally 
do not exercise control of funds to accomplish missions over 
which they have cognizance, This raises the question as to 
whether the present crganizational structure and fund control 
procedures at Coast Guard Headquarters are consistent with 
optimum management of an integrated planning, procramming, 


budgeting system, 


Ibid. 
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CHAPTER III 
TOOLING UP 


Budgeting 


Response to Program 


Budget Pilot Study 

In submitting the Prorram Budget Pilot Study on March 4, 
1964, the Comptroller of the Coast Guard recognized the 
inaccuracy of certain calculations and surrested that the study 
be reviewed "from the viewpoint of methodology and technique, 
rather than finite correctness cf dollar amounts, "1 Because of 
& requirement that the budret for any particular year include 
actual costs for budget year minus two, 1967 was the earliest 
budget year for which a program type budget could be submitted, 
To insure that program costs for 1965 and subsequent years would 
be more soundly based, the Comptroller recommended the following 
steps be taken: 

8. Perform the necessary calculations on data 
processing equipment. The calculations are numerous, 
tedious and time consuming. Without such assistance, 
the development of a program budget in the manner proposed 
e » » 48 not practical, 

b, Revise the Abstract of Operations to accumulate 
data in a manner which will permit the development of a 


program budget, The revision to the Abstract will have 
to satisfy, at the same time, the needs of the Office of 





lv, S. Coast Guard, Senior Member, Budget Advisory Group 
memorandum to Chief of Staff, Transmittal of Pilot Study to 
Develop a Program-oriented Budget, March 4, 1964, p. 1, 
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Operations for the review of current operations and the 
needs of long range planning, 


Co Revise the accounting system to mcre adequately 
present the cost of aircraft end to permit the direct 
charging of Supporting Programs to benefitting units. 

d, The Personnel Allowance Sheets of shore units 
should be revised to insure they refiect the present 
employment of personnel, Further research in this area 
is required, 

During March 1965 a number of briefings and visual 
presentations were held for the Commandant and other top manage- 
ment officers and civilian officials, A number of questions were 
reised, mainly concerning certain details of cost distribution 
methodology, With the beginning of fiscal year 1965 repidly 
appreaching, the Chief of Staff approved the Program Budget 
Pilet Study on April 2, 1964, subject to modification of details. 
A time schedule was set and organizational responsibility was 
defined for revising information systems necessary to implement 


the system,” 


Modification and Initial 
Implementation 

In implementing the Program Budget Pliot Study, Coast 
Guard officials decided to use the evolutionary approach, Several 
major criteria were established, First, there would be no major 
changes in organization or fund control, Second, costs would 
continue to be collected by facility rather than have the Coast 


Guard undertake a complete revision of the existing accounting 





Iipid., pp. 1, 2» 


ey, S., Coast Guard, Chief of Staff memorandum to Chiefs 
Offices of Operations, Engineering and Comptroller, April 2, 1964, 
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system to establish program cost collection centers, To the 
extent possible, costs previously undistributed to facliities 
would be distributed; other minor but necessary changes to the 
accounting structure would be made, Finally, new reporting 
requirements at the field level would be minimized to the extent 
possible, ! 

The Chief of Staff promulgated a supplement to the 
Program Budget Pilot Study in June 1963 which modified several 
cost distribution concepts and set forth accounting improvements 
that would be made to better support the prorram budget, Mission 
standby hours, defined as standby on call for six hours or less 
for vessels and two houre or less for alrcraft that could be 
identified to a specific mission, would be added to actual 
operating hours in distributing aircraft and vessel costs, Col- 
lecting costs by aircraft model would be tested at several air 
stations during fiscal year 1965, Servicewide program expense 
accounts would be established for costs not associated with the 
maintenance and operation of a specifice unit other than personnel 
costs, 

As a further improvement, four allotment subheads would 
be eliminated, expenses combined with other subheads, and charged 
to benefitting units. Expenses of several other subheads which 


had been charged to the Supporting Prorrams budret activity would 





lBoswell interview, 


zu. 8,, Coast Guard, Chief of Staff memorandum to Holders 
of Program Budget Pilot Study, Supplement to Prorram Budget 
Pilot Study, June 10, 1964, p. I. 
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33 
be charped to benefitting units or Servicewlde prorram aecounts,! 

The basic ground rules having been established, the 
next step was to revise the administrative machinery, During 
May and June 1964, revised forms and instructions were developed 
and issued to insure that workload send fiscal data would be 
collected and reported commencine July 1, 1964, the berinning 
of fiscal year 1965. 

A substantial task that remained was to transfer the 
distribution of costs to the newly established prorram budret 
activities from a manual to an electronic data processing system, 
Existing IBM 1410 comouter hardware at Headquarters was adequate; 
therefore the orimary job was system desirn and writins computer 
programs, Because of a shortare of talented programming per- 
sonnel and the complexity of the prorramming problem, by February 
1965 only the vessel and aircraft costs had been prorrammed. 
Remaining prorrams were completed several months later with 
approximately two man-yenrs cf effort expended on the total ini- 
tial programming. © According te the Chief, Budget and Cost 
Analysis Division, computer programming was the biggest problem 
area in implementing the prorcram budret. > 

In June 1965 an orranizstiíonal change related to the 
functioning of the prorram budget Wass mede at Headquarters, For 


a number of years prior to that time the Budget and Cost Analysis 





lrpid., Enelosure (1), p. 1-6. 

“Personal interview with Commander Otto F. Unsinn, USCC, 
w^ Data Processing Division, USCG Headquarters, February 17, 
1966, 


Jnoswell interview. 
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34 
Division was a component under the Comptroller. As management 
responsibilities became more complex, direct contact between the 
Budget Division and Chief of Stsff components became essential 
to successful handling of priority programs., Recornizing this 
formal organizational anomaly, the Chief of Staff wrote: 

Due to the increase in numbers of prorrans to be 
budgeted for; the wide variety of timely analyses required 
for proper management decisions which must tie in with day- 
to-day refinements in top-level policy; and the greater 
significance of long and shorterange plans which must re- 
flect the marriage cf programs and their related budasta; 
it is essential that direct lines of communications with 
budget and cost personnel be facilitated. . .. ToO , « e 
align our organization in theory to what is necessarily 
developing in practice, it is proposed that the Budget and 
Cost Analysis Division be moved to the Office of the Chief 
of Staff. 

The Comptroller, while noting the existence of the 
organizational anomaly and the advantages of the Chief of Staff's 
proposal, suggested that the feasibility of a movement in the 
opposite direction be studied--place the Programs Branch and 
Personnel Allowance Branch under the Comptroller following modern 
trends in both government and business,? However, over the objec- 
tion of the Comptroller, the Budget and Cost Analysis Division 
was transferred to the Chief of Staff cn July 1, 1965.3 

The date July 1, 1965 was significant to the program 
budget for another reason, As a result of the feasibility test 


that was started the previous July 1, accounting instructions 





lu, Se, Coast Guard, Chief of Staff memorandum to 
Comptroller, Transfer of Budget Function, March 18, 1965, p. 1. 
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en. S., Coast Guard, Comptroller Memorandum to Chief of 
Staff, Transfer of the Budget Function, March 31, 1965, p. ٠ 


3u, So, Coast Guard, Headquarters Notice 5430, Transfer 
of Budget and Cost Analysis Division, June 15, 1965, p. 1. 
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35 
were promulgated providing for cost distribution by aircraft 
model throughout the Coast Guard, 1 

In the fall of 1965, formal budget estimates for fiscal 
year 1967 had to be prepared for submission to the Treasury 
Department for ultimate review by the Bureau of the Budget, In 
the Coast Guard budget process, this step is known as the 
"DuBud Stage" submission or fall Feview. Because of the normally 
short tine period between receipt of monetary limitation target 
amounts from the Treasury Department and the budget document 
submission date, coupled with a revised budget format incorporat- 
ing program activities, the Budret and Cost Analysis Divisicn 
used a PERT (Program Evaluation Peview Technique) layout to 
assist in prepering the PuDud Stare document. With about one 
hundred separate events in the process, many of which had six 
or seven inputs, the use of PERT proved highly beneficial.“ 

After receipt of Presidential ellowances based on the 
review of the "BuBud Stare" document, the Coast Guard program 
budget's initial implementation was culminated with the submis- 
sion of the Congressional Stare document on December 20, 1965.3 
This document was submitted to the Bureau of the Budret vie the 
Treasury Department and was consolidated and incorporated into 


the budget sent to Congress by the President. 





1 
U., S., Coast Guard, Comptroller Kanual (CC-264), 


Vol. I, Amend. No. 77, July 1, 1965, p. 2. 
2 
Boswell interview, 


3y, S., Coast Guard, Budget Document for Fiscal Year 
1967, December 20, 1965. 
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Plaenning-Prozremming 

Aside from the introductory chapter on Cosst Guard 
history, missions, and organization, the discussion thus far has 
been primarily about the budgetary aspects of the Coast Guard's 
program budret development, However, budmetinz 1s only one 
aspect of the overall process of obtaining financial resources 
needed to accomplish the missions of an organization, 

The budget document sent to Congress must be supported 
by programs reflecting menpower and materiel] resource require- 
ments, Prorrams are developed from plans that delineate actions 
and broad requirements needed to accomplish specified objectives, 
Therefore the processes of plenninc and prozrammíne are integral 


to the development of a mission oriented budget, 


Facility Requirement Plans 


During the retrenchment years immediately following the 
Korean conflict, the Coast Guard was generally unsuccessful in 
taking major corrective action on the widespread obsolescence of 
its physical plant--aircraft, vessels and shore units, However, 
as a result of the drastic consequences of an aircraft failing 
in flirht, it was able to budret for and obtain funds to replace 
several of its oldest and most deteriorated aircraft. Deslrous 
of a long-range plan Tor the orderly replacement of alrcraft 
rather than the apparent hit or miss annual requests, the House 
Appropriations Committee, in its spring 1957 report to Congress 
on the Treasury Department's appropriation request for fiscal 
year 1958, deleted all funds for Coast Guard aircraft, "The 


committee stated that after the Treasury and Coast Guard had 
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presented & long-range plan to congress fcr avietion facilities 
and aircraft, funds could be requested for its implementation," 

Fortunately, an ad hoc board of senior officers nt Coast 
Guard Headquarters had been appointed in 1956 to determine the 
aviation requirements of the Service, The report of this board, 
which was approved with a few minor changes by the Commandant 
and the Secretary of the Treasury, was transmitted to Congress in 
mid-1957, The House Appropriations Committee held special 
hearings on an addendum budget in July 1957 that ultimately 
resulted in the restoration of funds for aircraft procurement. 
Thus, Coast Guard aviation "was now on a firm basis, with a 
well-defined poal, and a financial plan approved by the Treasury 
Department and tacitly asreed to by the House Appropriations 
Committee, "© 

Because of the status of the Aviation Pequirements 
Report and the recornition that requirements for urment replace- 
ment of vessels and shore establishments were becoming more 
demanding, it was obvious that plans for vessels and shore units 
carrying the same authority as the aviation plan were necessary. 
In September 1957, Assistant Secretary of the Treasury David V. 
Kendall requested the Commandant to prepare reports on the 
requirements for vessels and shore units "settine forth a program 
of comprehensive projected needs showing financings, necessities, 


obsolescence, new missions and future needs, "3 





cap ron, Pe 200, ?Ibid., p. 201. 


3v, S., Coast Guard, Commandent Instruction 5441,3, 
Fe —- on the Re di for Caste it Vessels, November 
amended June 
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Again, ad hoc boards of senlor officers at Headquarters 
were appointed to conduct the necessary studies, The Vessel 
Requirements Report wes oririnally completed in November 1959 and 
amended in June 1962, In 1963 the Secretary of the Treasury 
approved the report which nrovided for a plan of replacing 
overage vessels over a twelve year period, The Shore Units 
Requirements Report was submitted in May 1962 and approved in 
January 1963 by the Seerstary of the Treasury. This report 
called for substantial changes in the number and type of opera- 
tional units to be accomplished over a period of ten years, 
These three major facility reports, as revised and 

updated, were major steps forward in Coast Guard lonr-range 
planninz. Since their submiseion they have been the primary 
basis for the annual Acquisition, Construction and Improvement 
appropriation budget requests. New sircraft, vessels and shore 
units throughout the Coast Guard are a testament to the success 
of these plans. Despite their positive effect of revitalizing 
the physical plant of the Coast Guard, these major plans had 
shortcomings--larrely due to their ad hoe nature and facility 
orientation, Regarding the Aviation Pequirements Report, one 
student observed: 

The detailed recommendstions for replacement of aircraft 

were not justified on the basis of explicit efficiency 

or effectiveness criteria, and the measure of assistance 

provided by the other "tools" of the Service~-its vessels 

end shore units--was not reflected in the report. Since 

the recommendations were net based upon explicit criteria, 

nor were they supported by statistical date, it must be 

concluded that these recommendations were based cnly 


upon the professional Judrement cf the members of the 
ad hoc board, 1 | 
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Essentially the same comments were made regarding the Vessel 
Requirements Report, However, in the case of the Shore Units 
Study a different approach was taken than that of the two previous 
studies: 
In arriving at its recommendations, the committee has 
laid particular emphasis on units with an operational 
mission. They have done this by establishing service- 
wide standards which are designed to furnish reasonable 
Coast Guard coverare of our coastal waters, These 
standards were then applied to determine the location of 
operational stations and the personnel and equipment re- 
quired, The standards used by the committee incorporated 
the aviation units and vessels recommended in the Aviation 
and Vessels Reports , , .1 

The deficiencies of the facilities reports can be summed 
up as having the combined defecta of the requirements and 
priorities approaches to military planning discussed by Hitch 
end McKean in their book on Defense economies: 

The question: What are the payoffs and the costs of 
alternative programs? may not be explicitly asked during 
the process of setting the requirement or deciding upon 
the budget. .. . In choosing weapons systems, we have to 
decide how much effort or how many resources should go 

to each item, The "priorities approach" does not solve 
the allocation problem, 

During August 1963, shortly after the commencement of 
tne Program Budget Pilot Study, the results and recommendations 
of two separate planning studies conducted at Coast Guard 
Headquarters were submitted to the Chief of Staff, The first 


of these studies dealt with budgetary planning procedures with 





ly, S., Coast Guard, Commandant Memorandum to the 
Secretary of the Treasury Douglas Dillon, Penort on the Require- 
ments for Coast Guard Shore Units, May 1962, January 14, 1907, 


1 د‎ uu oos مها‎ 


“Charles J.. Hitch and Roland N. MeKean, The Economics of 
Defense in the Nuclear Age (New York: Atheneum, 1965), pp. 121, 
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40 
emphasis placed on the development of budget programs; the 
second study dealt with long-range planning and the potential 


for using operations research techniques, 


Budgetary Planning Procedures 


Acquisition, Construction and Improvement Planning. The 
primary vehicle for capital expenditure budget planning in the 
Coast Guard is a continuing Advance Acquisition, Construction 
end Imprevenent Prorram, This program accumulates on project 
forms information on the urgent proposed capital improvement 
items to base selection of projects for inclusion in the budget 
and also for justifyine appropriation requests. The system also 
provides a total listing of requirements by priorities for 
accomplishment when funds become available. The study on 
budgetary planning procedures recognized that much progress had 
been made in this are of budget planning, particularly due to the 
inputs provided by the above mentioned facility plans and a 
reguirement for Master Develcpment Flans for large shore units 
such as the Coast Guard Academy, 

Progress made notwithstanding, the study pointed out a 
fundamental weakness in the existing system with respect to the 
effect capital improvements were having on operating expenses: 

At present, the cost of operating a unit in the future 
receives little consideration when the basic decision is 
made to construct the new facility. The Vessel Fequire- 
ments Board, in its financial plan, did not mention the 


subject of operstine costs . . . This reneration of increased 
eperating costs is not restricted to new units, but also 





ly, Je, Coast Guard, The Manual of Budgetary Administra- 


tion (CG-255), July 1, 1962, pe. 2-15, ted hereafter as 
fanbu min. 
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41 
is involved in placing new equipment on existinz 
units, o. o ° It would appear to be a cardinal principle 
of good planning to have the total costs cf a program 
clearly presented to the program analyzer when he Is 
preparing his recommendations and to have the decision 
maker aware of the full financial impact of a propram.l 

The unplanned rise in operating costs of new units was 
havine an adverse effect on operating expense maintenance prograns 
by causing the maintenance backlog to expand. With the capital 
improvements program barely underway, the situation could become 
more critica] as more and more new units became operational. An- 
other outcome of the lack of total costing was that the facts 
at hand were a poor basis for comparing alternative projects 
from the standpoint of a sound eccnomic analysis, 

Operating Expense Appropriation Planning. Planning for 
the Operating Expense Appropriation centered around an annual 
"Call for Program Changes" issued by the Program Analysis 
Division in early December of each year, A prorram chance was 
defined as any increase or decrease in personnel, operating units, 
or services proposed for the budget year and three successive 
years. Sponsoring offices at Headquarters submitted thelr 
requests for program changes by January 20. The requests were 
then analyzed and reviewed, and decisions were made regarding 


thelr inclusion in the spring Preview or Forecast Stage of the 


budget, 





In, Se, Coast Guard, Analysis of Budretary Planning 
Procedures in Heedquarters, Aucust Y, 1963, p. 16, Cited 
udret Planning Procedures, 
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According to the study on budgetary planning, this system 
nad several basic defects, “ne annuel planning concept resulted 
in a new set of program chanre submissions each year which, In 
&ddítion tc being a major paperwork processing effort, tended to 
detract from year to year continuity. Analyzing the requests 
was difficult since they were submitted in non-standard 
memorandum format, A further defect was the insufficient time 
available for analvzing the yrorram change requests by concen- 
trating the review period during thes months of February throurh 
April, 

A general weakness 1n the budret planninr procedures was 
the fact that detailed justifications were not required for the 
Preliminary estimates: 

This annoroech essumes that the main value of program 
justifications is ín the final budret writeup and in 
nrovidine suprortirg data with which to answer inquiries 
from the budget reviewers, These are important uses for 
the information. However, the principal use of careful 
and detailed prorram justifications is in the decision 
making process, which under existine procedures, tends 
to be in tne . . . 1 February to 15 April period.1 
Increasing the amount of detailed information supporting the 
program change requests would further necessitate spreading the 
review time out over many months, 


Recommendations for Improvement. The Study on Budgetary 





Planning Procedures proposed that a standard set of forms be used 
for submittinz requests for program chances, These forms would 
provide needed information which was then lackinz and which would 


be submitted for both capital Improverent projects and operating 





lBudget Plannine Procedures, p. 22, 
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83 
expense changes, 

It was recommended that the prorram chanre requests be 
submitted anytime during the year with cutoff dates established 
which would correspond to successive stares in the budget cycle, 
This would permit consideration of 511 prorrams within any 
monetary ceiling imposed for & particular budret stare, Annual 
resubmission of complete prosram chanses would not be required 
unless there were radical changes, Continuing prorrams generally 
would require some modification annually, but thie was to be 
accomplished by submitting one or more revised pares rather than 
resubmitting the entire request, 

Implementation, First used in the spring of 1964 for 
the fiscal year 1966 forecast, and with some minor changes to 
the forms initially used, the system recommended by the Budgetary 
Planning Procedures was formally implemented in September, 1964,2 
Recognizing the emphasis being olaced on a new system of intee 
erated planning, procrammine, and budretinre throughout the 
federal rovernment, the Chier of Staff revised the system in 
November 1965 by requiring a consideration and description of 


alternatives for each prorram chanre proposal.“ 


Long-Range Planning 


One of the recommendations of the Roles and Missions Study 





ius Sep Coast Guard, Headquarters Instruction 7110.2, 


Instructions for Submission of Feguest in Prorram Level for Use 
in Budget Preparation, September 10, 1968, p. I. 


<a Se, Coast Guard, Headquarters Instruction 7110.24, 


Instructions for Preparation ang Use of Pequest fer Chanre in 
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1 1 
was that, as a logical planning step, an operations research 
study should be conducted for use by the Coast Guard in developing 
a coordinated lenr-ranre plan for mission accomplishment,  Under- 
lying this recommendation was the following statement: 


The problem is basic: How can one correlate the 
tremendous number of variables in a manner that will 
permit an orderly, and reasonebly scientific, process of 
decision making? The variables are almost limitless ... 
Consideration should be given to the use of cne of the 
more prominent and teeted operations research techniques 
--simulation. In this case, simulation techniques would 
permit the use of & mathematical model that would place 
into juxtaposition not cnly the variables mentioned above, 
but many more, Simulation would permit computer analysis 
of large masses of data, include many variables, and would 
permit appraisal of varicus alternative courses of action 
based thereon, 
e e e a 9 e ° e 9 e e € ° *@ e 0 0 e e 9 0 e e e é ° * ° e 0 
In summary, this approach would substitute properly des- 
irnated mathematical judgements for impressions which vary 
among individuals, Thus, those factors which may properly 
be numbered could be handled via data processing equipment, 
reserving the application cf judgement to those significant 
matters requiring a combination of experience and Judgement, l 


Acting on the recommendations of the Roles and Missions 

Study, the Commandant appointed an ad hoc board in November 1962 
to study longerange planning procedures and to determine the 
feasibility of applying operations research techniques toward 
solving management and planning problems in all areas of Coast 
Guard responsibility. This boerd completed its study in August 
1963 and reported to the Commandant: 

We have developed for your approval a publication entitied 

"Coast Guard Objectives” and have coordinated an operations 

research feasibility study by a private firm under contract 

to the Bureau of the Budget, In addition to these specific 


actions, a number of recommendations dealing with the 
Coast Guard plannine process and its future application 








holes and Missions Study, I, pp. C-70, 7l. 
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were developed. 


Coast Guard Objectives, The general objectives toward 
which future specific plerninz sheuld be directed for each of the 
ten missions of the Coast Guard are contained in the publication 
developed by the Lenr-Fange Planning Board.® Additionally, 
broad objectives are elso steted for research, automaticn, 
orranization, career planning, communications, public information, 
and cooperation with other ecvernment arenci#s, The purposes 
of "Coast Guard Objectives” are: 

To set forth a basic Coast Guard philosophy; to define 

Coast Cuard objectives in relation to national objectives 

and assirned missions; and to provide lons-rance policy 
ruidelines for use in planning and operations, Its merit 

lies not in originality, but in the positive assertion 

of philosophy, oblectives and policy.? 

Operations Research Develonments, “he operations 
research feasibility study, coordinated by the Lonz-Fange 
Planning Board, was conducted by Manarement Technolozy, Inc. 

The findings of the study, concluded in Aurust 1963, showed that 
it would be feasible and practicable for the Coast Guard to apply 
operations research techniques to many of its management and 
planning problems, The study outlined eischty-eicht problem areas, 


and identified twenty-five operations research projects cone 


sidered to have merit. Management Technology, Inc. recommended 





U. S., Coast Guard, Report on Coast Guard Lone Rance 
Plannine Oreanization and Staffine, Aurus B,» Pe 
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2 
see supra, pp. 4, 5 for a summary of these objectives. 


Coast Guard Cbjectives, p. I. 
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06 
that the Coast Guard "inaugurate an Operations Research effort ,"} 
and that it undertake an initial program of four short- and 
long-range projects: 
1) Long-Range Planning Simulation Model 
2) Major Resources Replacement Policy 
3) Personnel Utilization System 
4) Multi-Agency Inspection Study? 

Acting on the recommendations of the operations research 
feasibility study, several members of the ad hoc board on long 
range plenning were appointed a nucleus of & long-range planning 
and operations research organizational component by the Chief of 
Staff in November 1963. As its first ask this group prepared 
budgetary justification for the additional funds that would be 
required to implement the recommendations of the operations 
research feasibility study, Next, the group prepared contract 
specifications for the project considered to merit highest 
priority--development of a long-range planning simulation model 
encompassing all missions of the Coast Guard, 

In April 1964, a contract was awarded for the initial 
phases of the simulation model development, Because of the 
complexities involved in analysis, design, and computerization, 
the model is not expected to be available for Coast Guard use 


until July 1966, 3 Appendix I gives a zeneral non-technical 





imanagedent Technology, Inc., "The Application of Opera- 
tions Research to Management and Planning Problems of the United 
States Coast Guard" (an unpublished report to the Bureau of 
the Budget, Executive Office of the President, 1963), p. II-1, 


“Ibids, p. II-2. 


30, Se, Coast Guard, Chief of Staff Memorandum to various 
Office and Division Chiefs, Lonz Range Plannine Simulation Model, 
September 16, 1965, p. 1. 
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description of the simulation model, 

Planning Orzanlzation Developments. As previously 
stated, long-ranze planning in the Coast Guard has been 
characterized by an ad hee approach. One of the recommendations 
made by Management Technology, Inc. was that the Coast Guard 
should "organize an Operations Research and Planning Branch 
within the Program Analysis Division," To a limited extent, 
operations research techniques in the zeneral management area 
were being employed by a small Management Sciences staff of the 
Administrative Manarement Division. As previously mentioned, 
the nucleus of the Long-Range Planning Board was monitoring the 
development of the planning simulation model. 

Although the functions of planning and operations 
research were interrelated, the Coast Cuard did not concur 
with the recommendation that they be combined into one organlza- 
tlonal component: 

To combine the entire operations research team with the 
long-range planninr stafí would have tended to structure 
both their respective activities into too narrow a field, 
Operations research techniques, while useful for long- 
range planning, have widespread application in other areas; 
similarly, planning should not be limited exclusively to 
operations reseerch-oriented efforts, 

As @ consequence, two new organizational components 


were introduced within the Office of the Chief of Staff in 


July 1964; a Lone-Ranze Planning Branch within the Program 





ivanagement Technology study, p. Il-2, 


allen Sturges and Thomas E., Hawkins, "Operations 
Research--its Evolution within the United States Coast Guard" 
(an unpublished paper, n.d.), p. 9. A copy of this paper was 
furnished by Commander Hawkins who 15s assigned to Coast Guard 
Headquarters. 
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Analysis Division and a Management Sciences Branch within the 
Administrative Management Division. To provide project continuity, 
the Long-Range Planning Branch was to supervise and coordinate 
development of the simulation model; once the model was opera- 
tional, its operation was to be turned over to the 148 
Sciences Branch, Meanwhile, the Manarsement Sciences Branch 
began directing "in house" efforts toward some of the other high 
priority projects recommended by Management Technology, ۰6 

Long-Renge Planning System. In February 1963 a mission- 
oriented long-range planning system was introduced into the 
Coast Guard as a result of the planning studies mentioned above. 
The objectives of this system were: 


a. To provide a uniform, effective and consistent 
means for planning at ali levels of planning responsibility. 


b, To create a Master Plan, subordinate plans, and 
a system for keeping them current, 


c, To provide a framework for continuing evaluation 
of performance relative to established performance 
stendards, 


ad. To provide a means for comparison between current 
performance plans (available resources) and resource 
requirements. 


e, To establish: (1) Performance standards for each 
mission, as well as for personnel] and materiel support. 
(2) Facility and logistic resource requirements to achieve 
and maintain planned performance levels over a ten-year 
period. (3) A firm basis for the budget plan.1 
The Commandant recognized that an interim situation would prevail 
for two or three years to permit orderly development of newly 


required plans and investigation of operations research techniques, 





* Se, Coast Cuard, Commendant Instruction 5010,1, Coast 


Guard Long Pange Planning System, February 14, 1964, pp. 2, 3. 
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CHAPTER IV 
A QUICKENING PACE 


Until the fall cf 1965 the Coast Guard was proceeding 
with the implementation of an integrated planning-prorramming- 
budgeting system at a self-determined, orderly pace using an 
"evolutionary" spproach. With the President's announcement of 
a system to be implemented throughout most of the Executive 
Branch and the subsequent initial implementing directive promul- 
gated by the Bureau of the Budget in October, the Coast Guard 
became "locked-in" with and committed to a tight schedule of 
required actions imposed from above, It was necessary, there- 
fore, to quicken the pace and adopt a "revolutionary" approach. 
Fortunately, the effort expended and actions taken in the 
preceding several years provided the Coast Guard with a firm 
foundation upon which 1t could build in carrying out the 


President's mandate. 


Highlights of Bureau of the Budget 
Bulletin No, 66-3 
The introduction of an integrated planníng-programming- 
budgeting system in the Executive Branch was aimed at remedying 
shortcomings in planning and budgeting systems that generally 
prevalled throughout the departments and establishments: 


Program review for decísion making has frequently been 
concentrated within too short a period; objectives of 
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ageney programs and activities have too often not 

been specified with enough clarity and concreteness; 

accomplishments have not always been specified 

coneretely; alternatives have been insufficiently 

presented for consideration by top management; in a 

number of cases the future year costs of present 

decisions have not been làid out systematically 

enough; and formalized planning and systems analysis 

have had too little effect on budget decisions,1 

Thus, the broad objective of the system is "to provide 
more effective information and anelyses tc assist line managers, 
the agency head, and the President in judging needs and in 
deciding on the use of resources and their allocation among 
competing claims,"¢ 
Three concepts form the basis of the new system, First, 

each agency must have the capability, using permanent specialized 
staffs, to conduct continuing in-depth analyses of the agency's 
objectives and programs to meet these objectives, Second, each 
agency must have a multi-year planning and programming process 
with an information system that presents data in meaningful 
categories essential to major decision making by top management. 
Third, an agency's budget process must be able to translate 
broad program decisions into more refined decisions in a budget 
context and present appropriate program and financial data for 
action by the President and Congress, 3 


Essential features of the system underlying the above 


broad concepts are: 
EEE 


ly, S., Bureau of the Budget, Bulletin No, 66-3, 


Planning-Progremming=Bucgeting, October 12, 1965, p. 1. 
“Ipid, 


3tpid., p. 2. 
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(1) An output-oriented (this term is used interchange- 
ably with mission-oriented or objectives-oriented) program 
structure (sometimes also called a program format) which 
presents data on all of the operetions and activities in 
categories which reflect the agency's end purposes or 
objectives . > . 


(2) Analyses of possible alternative objectives of 
the agency and of alternative programs for meeting these 
objectives, Many different techniques of analysis will 
be appropriate, but central should be the carrying out 
of broad systems analyses in which alternative programs 
will be compared with respect to both their costs and 
their benefits. 

(3) Adherence to a time cycle within which well- 
coneidered information and recommendations will be pro-= 
duced at the times needed for decision-making and for the 
development of the President's budget and legislative 
program, 

(4) Acceptance by line officials (from operating 
levels up to the agency head), with appropriate staff 
support, of responsibility for the establishment and 
effective use of this system.1 

The prineipal decision making producta of the system are 

& comprehensive multi-year Program and Financial Plan that is 
systematically updated, program memoranda prepared annually and 
used in the budget spring Preview, and in depth special studies 
to be made from time to time, The Program and Financial Plan 
is to be set forth in terms of the output-oriented program 
structure developed by each agency and will normally cover a 
period of five years. To the extent possible, the plan 1s to 
express objectives and planned accomplishments in quantitative 
non-finaneial terms end elso associate physical data with 
financial data to show the costs of carrying out the described 
activities. As modified by guidance received from the Bureau 


of the Budget and the President following the annual spring 


ee Ela T EEE Ne ane ہے‎ 


lrbid., pp. 2, 3. 


. 


en ٣ ape - : په‎ 


— | | 9 
تت‎ m — — — - —— 
— i ١ 
i ١ - [ 
- X i ; ٦ at m 








ary (up... aT RACIÓN‏ سکس مم مسر بس بس 
oct af he‏ نسووم) Lev A‏ مم Wh uh e‏ 
سم می دې اسو ون ui‏ ہے ar [end m‏ 
یلم — سحو سامون ومس 
0ےہ ۲٢ mlna‏ نه rm‏ هود دا iw"‏ — , 

DIN‏ "هبه ومو مسا پس وى 
mat a mds beret”‏ یبنش د نونسم A‏ 
teva asias SOARS ae r ame. id PA‏ ہن 

2 هنک لو ALTAS De DS ml e‏ بسا اس س 
١ ۸۷‏ داھ . ۳١ 700 A!‏ :ہر عر ‏ ریس آسز وُت مه سم 
wee mM UM ٧‏ زاس r op ecer‏ یا rm‏ 








(E of . سو‎ eT. 


52 
Preview, the Program and Financial Plan will be the basis for 
annual fall budget requests, 

For each program category of an agency, a Program 
Memorandum is to be prepared annually using an analytic 
approach, Summarizing the Program end Financial Plan for that 
category and presenting e succinct evaluation and justification, 
each memorandum should: 

Appraise the national needs to be met for several years 
in the future (covering at least as many years as the 
Program and Financial Plan), assess the adequacy, 
effectiveness, and efficiency of the previously approved 
Plan to meet those needs, and propose any necessary 
modifications in the previously approved Plan, including 
new legislative proposals. 

At the request of the Bureau of the Budget agency top 
manegement, or on the initiative of analytic staffs, special 
studies will be conducted on a variety of specific topics, 
These studies are viewed by the Bureau of tne Budget as being 
an important part of each agency's total analytic effort. 

Concerning the relation of the system to the budget 
process, a key mandate is that: 

Over the next few years agency operating budgets used 

to allocate resources aná control the day to day operations 
&re to be brought into consistency with the Program and 
Financial Plan, Performance reports that show physical 
and financial accomplishments in relation to operating 
budgets should also be related to the basic plan,3 

Although the President at a news conference referred 
to the system of planning, programming, and budgeting as being 


"new and « « » very revolutionary ,"4 it is apparent that the 





ltpbid., pp. 5-7. *Ibid., p. 8. 3Ibid., p. 9. 


hy, S,, President, "The President's News Conference, 


August 25, 1965," Weekly Compilation of Presidential Documents, 
August 30, 1965, p. 143, 
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system resulted from and was generelly patterned after the 
system introduced in the Department of Defense in 1961.1 
However, to the extent that existing systems had to be changed, 
it might be said that the system was indeed new and revolutionary 
insofar as agencies and establishments renuired to implement 


the system were concerned, 


Initial Implementing Action Taken 


by the Coast Guard 


Program Structure 

Because it was the foundation of the entire system, the 
first step in implementing the Bureau of the Budget directive 
was to develop a suitable program structure. Compared with 
agencies and bureaus that were not to some extent output-oriented 
in thelr management thinking, this was a relatively easy task 
for the Coast Guard. As indicated in the above chapters, broad 
mission caterories acceptable to the Treasury Department and 
the Bureau of the Budpet had already been developed and used in 
the fiscal year 1967 budret request, 

What remained to be done was to develop mission sub- 
divisions for each Coast Guard mission, prorram elements for 


the subdivisions, and then determine where these categories fit 


under the major Treasury Department program categories. In 





lsee for example, David Novick (ed.), Program — ا‎ 
Program Analysis and the Federal Budget (Washington: ë 
overnmen rintins ce, chap. 1; and Harry C. White 
and Robert J, Massey, “Program Packaging--Opportunity end 


Peril,” United States Naval Institute Proceedings, LXXXVII 
(December, 1961), 23-35. 
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54 
coordination with officials of the Treasury Department, it was 
decided that most of the Coast Guard missions would fall under 
a major Treasury Department category of Assistance to Maritime 
Commerce, Figure 7 shows the structure developed for the 


search and rescue mission of the Coast Guard, 


Quantified Objectives and 


Accomplishments 

Having developed the program structure, the Coast Guard's 
next step was to develop goals ang accomplishments in quantified 
non-financial terms for each element in the structure. This 
proved to be an extremely difficult task which was hampered by 
a short period of time for development in order to meet the 
tight submission schedule that had been imposed, The initial 
submission of objectives and accomplishments to the Treasury 
Department in early February 1966 showed only criteria and 
parameters; the actual numerical quantities remained to be 
developed for submission at a later date.“ 

To illustrate the type of criteria developed, under the 
Search and Rescue program subcategory goals were expressed in 
terms cf time required to arrive at a reported distress scene, 


The criteria were further refined by defining areas in terms of 





lv, Se, Coast Guard, Headquarters Notice 5010, 


Planning-Programming-Budreting System, December 17, 1965, 
enclosure Cy. 


Tu. Se, Coast Guard, Memorandum from Commandant to 
Director Office of Planning and Program Evaluation, Treasury 
Department, Planning, Programming and Budgetine System, 
February 2, و‎ we 
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Code Structure 


WIE OT UT OO OT UF OO UTVA UT TOU UT UT OT یا ا‎ 


l. 


ASSISTANCE TO MARITIME COFMERCE 


SEARCH AND RESCUE 
01 LOHG RANGE SAR 
01 01 Lon” Pange SAR-Sh*ps 
01 02 Long Range SAR-Alrcraft 
02 MEDIUM RANGE SAR 
02 01 Medium Range SAR-Ships 
02 02 Mediíum Range SAR-Aircraft 
03 SHORT RANGE SAR 
03 01 Short Panze SAR-Ships 
03 02 Short Pange SAR-Aírcratt 
Ok COASTAL AND HARBOR SAR 
04 01 Coastal & Harbor SAR-Ships 
04 02 Coastal & Harbor SAR-Alrcraft 
04 03 Coastal & Harber SAR-Shore Units 
05 ol Coast Guard Auxillary 
05 AMVER 
05 00 Automated Vessel Reporting System 
06 SAR MANAGEMENT 
06 01 SAR Control and Coordination 
06 02 SAR Pesearch and Development 


DEFINITION OF STRUCTUFE LEVELS 


Program Element 
Level Code 


X XX XX XX 


Identifles major Treasury 
program caterories 


Identifies Treasury program sub=- 
categories; mejor Coast Gunrd 
missicns 





Identifies Treasury Serments; 
Cosst Guard Mission subdivisions 


Identifies Coast Suard Prorram 
elements 





Fir. 7.--Example of Coast Guard 
Program Structure, 
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long, medium, short, and coastal/harbor belts off the coasts 
of the continental United States, Alaska and Hawaii, Accomplish- 
ments were expressed in terms of the number cf search and rescue 
eases requiring Coast Guard response and the percentare of these 
cases actually responded to within the goal time for each belt 
area, 

Goals for the Aids to Nevigation program subcategory 
were expressed in terms of percentame degree of reliability 
for each program segment, For example, the roal for lighted 
bucys was a yet undetermined percentare of outages per one 
hundred buoys per year. Accomplishments for buoys were expressed 
as the number of buoy3 operated and the actual percentage of 


cutages experienced, 


Future Required Actions 

It was mentioned in the preface that s cut-off date of 
February 18, 1966 was established for data to be used in this 
paper, As of that date, the principal accomplishments in imple- 
menting the new system were the program structuring and develop- 
ment of objective and eccomplishment criteria and parameters, 
In addition to developinr numericel quantities fer the estab 
lished criteria, the next major milestene in the schedule was the 
submission of a comprehensive multi-year Program and Financial 
Plan to the Treasury Department by Mareh 15, 1966. This was to 
be folloved one month later by submission te the Treasury 
Department of the data required for preparetion of prorram 
memoranda, 


Beyond these immediate actions 18 a task of large 
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57 
proportions in solving a host of technical and managerial 
problems. Among the more prominent of these problems are 
refinement of the program structure and method of allocating 
costs; development of a management information system that 
integrates the program element structure, non-financial units 
of measurement, cost accounting, personnel, and workload data; 
and the obtaining of additional qualified management engineering 
personnel to attain the necessary level of analytical skills 
required by the system, 

To illustrate one of these problem areas, the initial 
program structure placed capital outlays at the same level as 
Coast Guard missions rather than subdividing capital outlays 
under each mission, This is contrary to the concept of 
assigning all costs which are associated with a mission to that 
mission and can result in significant distortions. For example, 
in desizninz a ship to be used primarily for search and rescue 
a decision might be made to increase the maximum speed of the 
ship by five knots to increase military readiness capability. 
Under current procedures, the attendant added cost, which could 
be several hundred thousand dollars, would not be reflected in 
the cost of the military readiness mission, 

Although the Coast Guard seriously considered having 2 
capital outlay subdivision under each mission caterory during 
the initial progran structuring, ít was necessary to have a 


separate category for all capital cutlays due to technical 





lpersonal interview with Commander William H. Fitzgerald, 
Assistent Chief, Budget and Cost Analysis Division, CG 
Headquarters, February 10, 1966, 
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difficulties inherent in the multi-mission nature of capital 


acquisitions. It was anticipated that a more refined structure 


and cost allocation process would be developed within a year, l 


In concluding this chapter, a statement made by the 
Committee fcr Economic Development regardinr the implementation 
of the planning-programming-budgeting system seemed to be 
appropriate: 


Too much should not be expected too soon from President 
Johnson's initiative. The planning-prozramming-budgeting 
systen wille-and should--bs subject to continuins refine- 
ment and improvement,  Pirst ^fforts undertaken in the 
departments and agencies and in the Bureau [of the Budget] 
will certainly require subrtantisl revision, This is a 
valuable feature of the system; it permits and encourages 
the informed and expediticus adjustment of prorramns and 
resource commitments to accommodate changed conditions, 
better information, and refinements in thinking. The 
problems of introduction are serious but not insurmountable. 
Full implementation of the concept will not be accomplished 
in weeks or months; it will require sustalned and deter- 
mined effort by all concerned, 





personal interview with Commander “Thomas E, Hawkins, 
sra Long Pange Plans Branch, CG Headquarters, February 18, 
1966, 


“Committee for Economic Development, Budgeting for 
National DISCS, Statement by the Pesearch an ollcy 
ommittee ew York: Committee for Economic Development, 
196527, 9? 37, 
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CHAPTER V 


CONCLUSIONS AND RECOMMENDATIONS 


This study has reviewed what planning, programming, 
and budgeting developments had taken place in the Coast Guard 
during the past ten years, A question remains as to what 
contributions these developments have made toward program 
effectiveness in the Coast Guard and toward implementing the 
President's new prorram budgeting systen, 

The Roles and Missions Study filled and clarified legis- 
lative maps rerarding duties and resvonsibilities of the Coast 
Guard, Coupled with the three facility studies and with the 
support of the Treasury Department, the Roles and Missions Study 
gave the Coast Guard solid justification and plans for a badly 
needed, extensive prorram of modernizing, replacing, and 
augmenting its physical plant, 

Recommendations contained in the Poles and Missions 
Study touched off a series of studies on long-range planning, 
budget planning, and program budgeting. A dominant factor that 
had to be contended with in all of these studies was the multi- 
mission nature of most Coast Cuard operating units,  Implementa- 
tion of a number of recommendations made in these studies has 
resulted in progress toward orientins management thinking slonrc 
mission lines and providing better decisionemaking tools for the 
allocation of resources, 
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Long-range Coast Guard objectives were defined in rels- 
tion to national objectives and assigned missions and were 
promulgated in one publication, Broad and general in nature, 
the objectives presented the best estimate of the Coast Quard'!s 
future direction and provided a basic Coast Guard philosophy 
and lonz-range policy guidelines for use in planning and 
operations. 

A mission-oriented longerange planning system was intro- 
duced which focused increasing attention on integrated long- 
range planning. As a major step away from an sd noc spproach 
to planning, a Long Range Plans Branch was established in the 
office of the Chief of Staff to provide continuing guidance 
and coordination for the planning functions, 

As an important adjunct to planning and programming, 
simulation and other operations research techniques were intro- 
duced at Coast Guard Headquarters, Tne analytic efforts thus 
far represent cnly a modest beginning compared with potential 
applications. However, the efforts do indicate a significant 
trend toward furnishinr Coast Guard decision-makers with more 
rational and meaningful information to supplement their intuition 
and judgment, 

Budget prorramming was strengthened in several areas. 

A standard set of forms was developed for submittins program 
changes, These forms require more detailed information, includ- 
ing a discussion of alternatives, to justify prorram changes, 
Procedures were changed to lengthen the program review period, 

Budget document activities for the Operating Expense 


Appropriation were changed from a functional to a mission basis. 
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Through development of program cost distribution procedures, it 
was possible to distribute approximately eighty percent of the 
operating expenses to mission programs, Although some of the 
cost distribution criteria involve arbitrary assumptions that 
need to be refined, the Co&st Guard has gained a keener insight 
with regard to the cost of eacn of its missions, 

Comparing the above progress with the concepts contained 
in Bureau of the Budget Bulletin No. 66-3 indicates that the 
two are consistent. Thus, although much additional work remained 
te be done, it is concluded that had this progress not been made, 
implementing the President's new program budgeting system would 
have been significantly more difficult for the Coast Guard. 

Initial implementation efforts were not free from 
problems, Among the more significant problems encountered by 
the Coast Guard were meeting a tight time schedule, refining 
the program structure, and defining and quantifying program 
objectives and performance accomplishment factors, 

The progress made during the past few years and the 
initial efforts by the Coast Quard in implementing an integrated 
planning-programming-budgetiíng system raises a question regarding 
organization, When the Program Budget Pilot Study recommenda- 
tions were approved by the Chief of Staff in the spring of 1964 
one of the criteria established was that there would be no major 
changes in the formal orranization or in the control of funds. 
New that the President's new system has increased the scope and 
complexity of plenninc, progremming, end budgeting, ought not a 
comprehensive study be made of the organization of Coast Guard 


Headquarters? 
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Such a study, if made, should: (1) evaluate the present 
organization from the standpolnt of decision-making process 
effectiveness and mission program management, (2) investigate 
the pros and cons of a "mission manager" concept with the manager 
having total mission authority, responsibility, and fund control 
within guidelines established by the Commendant and Chief of 
Staff, (3) make appropriate recommendations for organizational 
improvements that include supporting data information system 
requirements, end (4) be conducted by a private management con- 
sultant firm, 

The introduction cf an integrated planning-programning- 
budgeting system throughcut the federal government should provide 
& fertile field for future research, One suggested project 
would be to analyze the requirement cf quantifying objectives 
and performance in non-financial terms, Such a project could 
explore the difficulties experienced in refining the quantified 
factors to make them meaningful to management, and to determine 
what impact this new and revealing information has had on 


decision-making, 
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ARPEMDIX I 


KON=-TECHNICAL DESCRIPTION OF 
THE LONG-RANGE PLANNING SIMULATION MODEL 


The Long Range Planning Simulation Model is a probabil- 
istic, mathematical representation of the operational demands 
placed upon the Coast Cuard and its response to these demands, 
Except in an indirect manner, the model will not have the capabi- 
lity to analyze non-operational problems, The basic construct 
of the model consists of four major components: 


(1) Resource file. Mathematical description of the type, 
location, capability, and cost of Coast 46 resources, existing 
or hypothetical. 


(2) Demand file, Mathematical description of the type, 
location, time, and severity of operational demands made upon 
Coast Guard resources, expressed in probabilistic terms, 


(3) Environment file. Mathematical description of the 
extent to which the capabilities of Coast Guard resources are 
degraded due to environmental factors, and a probabilistic 
statement of these factors, 


(4) Policy and doctrine file, Mathematical description 
of the rules by Shrek resources are selected tc resrond to 
demands, 


The purpose of the model is to give the Coast Cuard an 
analytical tool by which it can test alternative mixes of re- 
sources, test ajternatíve levels of demand, and test alternative 
policies. The output of the model will bs information for the 
particular problem and set of alternatives bainz considered, con- 
cerning utilization of resources, effectiveness in meeting 
demands, and the cost of accomplishment. It is emphasized that 
the model will only simulate the real Ccest Cunard; the model will 
net duplicete historical events, nor will it be able to predict 
the future. Per se, tne model will not make decisions, However, 
it is intended that the cutputs from the model will became an- 
other input into the Coast Guard's decision=-meking process.1 





T S. Const Guard, Chief of Staff memorandum to various 


Office and Division Chiefs, Lonz Renee Planning Simulation 
Model, September 16, 1965, enclosure ; RD DP. ne. 
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